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USADB 

FOR NAC AGENCIES 

E.O. 11652: N/A 
TAGS: EAID, EFIN, ADB 

SUB J : ROLE OF THE ADB IN FORESTRY AND FORESD INDUSTRIES 

1 . WORKING PAPER 3-78 ON ROLE OF BANK IN FORESTRY AND 
FOREST INDUSTRIES DEVELOMENT POUCHED ADDRESSEES JULY 5 
AND WILL BE CONSIDERED BY BOARD OF DIRECTORS AUGUST 1, 

1978. 

2. PAPER IS ISSUED TO BOARD IN ORDER TO SOLICIT COMMENTS 
BY DIRECTORS WHICH WILL THEN BE INCORPORATED INTO A 
SEPARATE POLICY PAPER TO BE SUBMITTED AT A LATER DATE. 

3. THE PURPOSES OF THE ADB'S FORESTRY PAPER ARE TO OUT- 
LINE THE ROLE OF FORESTRY AND FOREST INDUSTRIES IN SOCIO- 
ECONOMIC DEVELOPMENT TO INDICATE SIGNIFICANT TRENDS IN 
REGIONAL FOREST ECONOMIES, TO IDENTIFY CONSTRAINTS AND 
OPPORTUNITIES FOR FORESTRY DEVELOPMENT IN THE ADB'S DMCS, 
AND TO SUGGEST POSSIBLE DIRECTIONS FOR THE BANK'S FUTURE 
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ACTIVITIES IN THE FORESTRY SECTOR. 

4. THE PAPER INDICATES THAT THE GIONAL AS A WHOLE FACES 

A MOUNTING DEFICIT BETWEEN PRODUCTION AND CONSUMPTION OF 
TRADITIONAL FOREST PRODUCTS, ESPECIALLY FUELWOOD. THE 
FIRST ELEMENTS OF A FORESTRY STRATEGY, ACCORDING TO THE 
BANK, SHOULD RELATE TO THE RATIONAL UTILIZATION OF 
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EXISTING RESOURCES AND THE ESTABLISHMENT OF NEW PRODUC- 
TION BASES. SECONDLY. BECAUSE MUCH FOREST DEPLETION IN 
THE REGION IS A RESULT OF POPULATION GROWTH COUPLED WITH 
INADEQUATE LAND TENURE SYSTEMS AND STATIC FARMING 
TECHNOLOGIES, THE ADB’S STRATEGY SHOULD EMPHASIZE RURAL 
DEVELOPMENT AND THE INTEGRATION OF FORESTRY WITH OTHER 
LAND USES. THIRDLY, IN VIEW OF ORGANIZATIONAL WEAKNESS IN 
BOTH THE RURAL AND INDUSTRAIL SUB-SECTORS OF FORESTRY, THE 
STRATEGY SHOULD GIVE ATTENTION TO THE NEED FOR THE DEVELOP- 
MENT AND IMPROVEMENTS OF INSTITUTIONS. FINALLY, THE PAPER 
INDICATES THE BANK STAFF SHOULD STRESS THE ENVIRONMENTAL 
ROLE OF TREES AND WOODLANDS. THE ADB’S PROPOSED STRATEGY 
COVERS FOREST RESOURCES DEVELOPMENT, RURAL EMPLOYMENT AND 
ENVIRONMENTAL AWARENESS. ACCORDING TO THE PAPER THE BANK 
ENVISAGES A LENDING FIGURE OF DOLLARS 75 MILLION PER 
ANNUM BY 1982 TO FORES WY PROJECTS WHICH IS BASED ON 
ASSUMPTION OF THREE TO FOUR PROJECTS AND TWO OR THREE 
TECHNICAL ASSISTANCE GRANTS PER YEAR. 

5. USADB COMMENT: PAPER APPEARS WELL FOCUSED AND WELL 
PREPARED AND USADB THEREFORE PROPOSES TO SUPPORT THE 
STRATEGY SUGGEST. WE ARE PARTICUARLY PLEASED THAT THE 
PAPER CONCENTRES ON: 1) THE SOCIO-ECONOMIC ASPECTS OF 
FOREST DEVELOPMENT I.E., THAT ECONOMIC ACTIVITY IN THIS 
FIELD LENDS ITSELF TO LABOR INTENSIVE TECHNIQUES AND THE 
USE OF LIGHT CAPITAL TECHNOLOGY, AND 2) THE ENVIRONMENTAL 
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ASPECTS I.E., THE NEED TO PROTECT FOREST COVER SO THAT IN 
THE FINAL ANALYSIS AGRICULTURAL OUTPUT WILL NOT BE REDUCED JN 
THERE IS ONLY ONE POINT THAT WE BELIEVE SHOULD BE 
QUESTIONED; THAT IS, THE SUGGESTION THAT THE BANK PROVIDE 
ASSISTANCE FOR THE PURPOSE OF, INTER ALIA, REDUCING CON- 
CESSION AND TRADE MALPRACTICE. ACCORDING TO THE ADB 
PAPER, AS EXPRESSED IN PARA 14, PAGE 7, THE BANK'S FOREST 
INDUSTRIES' STRATEGY SHOULD "SEEK... A STRENGHTENING 
OF THE VOICE OF THE PRIMARY PRODUCER IN THE DETERMINATION 
OF PRICE." THERE ARE A NUMBER OF PROBLEMS WITH THIS 
PROPOSAL, NAMELY THAT THE EXAMPLE USED TO DEMONSTRATE 
TRADE MALPRACTICE APPEARS TO BE AN ECONOMIC NON-SEQUITOR 
IN THAT THE SITUATION DESCRIBED IN THE EXAMPLE COULD HAVE 
RESULTED FROM MARKET FORCES UNRELATED TO UNFAIR TRADE 
PRACTICES. MORE IMPORTANTLY, WE QUESTION THAT ADVISABILITY 
OF THE ADB INVOLVING ITSELF IN SUCH AN EMOTIONAL AND 
DIVISIVE ISSUE. IN DISCUSSIONS WITH BANK STAFF IT APPEARS 
THE PRIMARY CONCERN WAS ELIMINATION OF SUCH MALPRACTICES 
AS UNDERGRADING AND SHORT WEIGHTING OF LOGS. NONETHELESS, 
THE DOCUMENT AS PRESENTED RASIES THE SPECTOR OF THE 
EMOTIONAL ISSUE OF MULTINATIONAL CORPORATION DOMINATION 
OVER AN INDIGENOUS NATIONAL RESOURCE.SHTHE SUBJECT OF 
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TRADE MALPRACTICE SHOULD ARISE AT THE BOARD, I PROPOSE TO 
KEEP MY COMMENT LOW-KEY, SUPPORTING CURTAILMENT OF UNFAIR 
TRADE PRACTICES SUCH AS SHORT WEIGHTING WHILE URGING 
CATUION ON THE BANK'S PART IN THE LEVEL OF ITS INVOLVEMENT 
IN THIS AREA. I ALSO PROPOSE TO SPEAK INFORMALLY TO BANK 
MANAGEMENT AND STRONGLY REQUEST THAT THE BANK, IN FUTURE 
SECTOR PAPERS, STAY AWAY FROM SUCH TOPICS THAT COULD 
EASILY LEAD TO NON PRODUCZRE AND ACRIMONIOUS BOARD 
DISCUSSIONS.MURPHY 
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